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To: Cindie McMahon <Cindie.McMahon@carlsbadca.gov> c ‘ZLW i

Cc: Moll, Charles <Cmoll@mwe.com>
Subject: Callaway Golf Company - Hearing Statement

Ms. McMahon:
Attached is a Hearing Statement for Callaway Golf Company that Chuck Moll asked me to forward to you today.

If you have any questions regarding the attached, please so not hesitate to contact Chuck at (628) 218-3842 or
cmoll@mwe.com.

Thank you.

BARBARA J. SOMMARS

Legal Secretary

McDermott Will & Emery LLP 415 Mission Street, Suite 5600, San Francisco, CA 94105-2533
Tel +1628 218 3813  Email bsommars@mwe.com

Website | vCard | Twitter | LinkedIn
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This message is a PRIVATE communication. This message and all attachments are a private communication sent by a law firm
and may be confidential or protected by privilege. If you are not the intended recipient, you are hereby notified that any disclosure,
copying, distribution or use of the information contained in or attached to this message is strictly prohibited. Please notify the
sender of the delivery error by replying to this message, and then delete it from your system. Our Privacy Policy explains how we
may use your personal information or data and any personal information or data provided or made available to us. Thank you.
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Please visit http://www.mwe.com/ for more information about our Firm.

|CAUTION: Do not open attachments or click-on links unless you recognize the sender and know the content is safe.|
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Charles J. Moll III (SBN: 98872)
cmoll@mwe.com

Elle Kaiser (SBN: 315345)
ekaiser@mwe.com

MCDERMOTT WILL & EMERY LLP
415 Mission Street, Suite 5600

San Francisco, CA 94105-2616
Telephone:  +1 628 218 3800
Facsimile: +1 628 877 0107

Attorneys for Taxpayer
CALLAWAY GOLF COMPANY

CARLSBAD CITY COUNCIL HEARING
CALLAWAY GOLF COMPANY HEARING STATEMENT

MAY 4, 2021

INTRODUCTION

The primary issue in this dispute is the propriety of the new formula issued by the City
Manager to apportion gross receipts for Carlsbad’s business license tax. It is undisputed that a city
can impose a tax upon the gross receipts of a business that are earned within the city. Where a
business, like Callaway here, conducts business both within and outside Carlsbad, the City cannot
tax all of the gross receipts of the business, and must apply a method to fairly determine the taxable
gross receipts in the City, a process called apportionment.

The City of Carlsbad, like many cities, imposes a business license tax on specified
businesses operating in the City. (Carlsbad Municipal Code § 5.04.020(A).) However, the
Ordinance itself does not contain an apportionment formula. The City had been informed of this
infirmity over a decade ago, and was offered several solutions for bringing Carlsbad’s ordinance
into conformance with constitutional requirements. Absent specific guidance, Callaway has utilized
a “point of sale” methodology to determine its Carlsbad gross receipts, which included sales from

Carlsbad, and sales into Carlsbad, for the measure of tax. This methodology historically has been

HEARING STATEMENT







